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5HȵHFWLRQV
7KHWLPHO\UHWXUQRIWKHUHSUHVVHGȂFRPPHQWDU\WR:DOWRQ
ANDY INCH
 ?QFK$7KHWLPHO\UHWXUQRIWKHUHSUHVVHGȂFRPPHQWDU\WR:DOWRQ
Fennia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7KLVUHȵHFWLRQGLVFXVVHVP\UHVSRQVHWR:LOOLDP:DOWRQ
VUHVHDUFKSDSHU
LQWKLVLVVXHRIWKHMRXUQDO ?QLW ?H[SORUHKRZDWLPHO\LQYLWDWLRQWRWDNH
SDUW LQ WKHRSHQUHYLHZSURFHVVSURPSWHG WKRXJKWVDERXWP\RQJRLQJ
LQYROYHPHQWLQWKHSROLWLFVRISODQQLQJLQ6FRWODQG'UDZLQJRQH[SHULHQFH
RIFDPSDLJQLQJIRUDIDLUDQGLQFOXVLYHSODQQLQJV\VWHP ?EULHȵ\UHȵHFWRQ
ZK\WKHSRVWSROLWLFDOKDVSURYHQVXFKDQDWWUDFWLYH WKHRUHWLFDO OHQV IRU
UHFHQW DWWHPSWV WR XQGHUVWDQG XUEDQ SODQQLQJ XQGHU QHROLEHUDOLVP
6XJJHVWLQJWKDWLWVHHPVWRFDSWXUHVRPHWKLQJLPSRUWDQWDERXWRQJRLQJ
DWWHPSWVWRUHVKDSHSODQQLQJLGHDVDQGSUDFWLFHVLQ6FRWODQG ?JRRQWR
FRQVLGHUKRZ:DOWRQȇVSDSHUEULQJVWROLJKWLPSRUWDQWFRQFHUQVDERXWWKH
ORVV RI GHPRFUDWLF DFFRXQWDELOLW\ 2YHUDOO  ? WU\ WR H[SORUH KRZ WKH
UHSUHVVLRQRIHQHUJLHVUHTXLUHGWRVXVWDLQDSRVWSROLWLFDOVHWWOHPHQWPD\
QRQHWKHOHVVSURYLGHDUHVRXUFHIRUDFWLQJLQDQGDJDLQVWWKHGRPLQDQFH
RIPDUNHWUDWLRQDOLWLHV
.H\ZRUGVSODQQLQJSRVWSROLWLFVGHPRFUDF\SXEOLFSDUWLFLSDWLRQ
Andy Inch, Instituto de Ciências Sociais, Universidade de Lisboa, Av. Prof. A. De 
Bettencourt, 9, Lisbon, 1600-189, Portugal. E-mail: andy.inch@ics.ulisboa.pt 
 ?W GRHVQȇW KDSSHQ WR PH DOO WKDW RIWHQ EXW VRPHWLPHV \RX FDQ HQG XS UHYLHZLQJ D SDSHU IRU DQ
DFDGHPLFMRXUQDOWKDWLVUHOHYDQWWRPRUHWKDQMXVWVFKRODUO\GHEDWHVDQGFRQFHUQV$VOXFNZRXOG
KDYHLWEHLQJSDUWRIWKHRSHQUHYLHZSURFHVVIRU:LOOLDP:DOWRQȇVSDSHULQWKLVLVVXHRIFennia 
ZDVVXFKDQRFFDVLRQ
$V ?ZULWHWKLVFRPPHQWDU\ ?DPRQDWUDLQKHDGLQJQRUWKWRZDUGV(GLQEXUJK:KHQ ?JHWWKHUH ?
ZLOO EH JLYLQJ HYLGHQFH WR WKH /RFDO *RYHUQPHQW DQG &RPPXQLWLHV &RPPLWWHH RI WKH 6FRWWLVK
3DUOLDPHQWRQEHKDOIRIDQRQSURȴWRUJDQLVDWLRQFDOOHG3ODQQLQJ'HPRFUDF\3'  ?ZRUNZLWK3'
FDPSDLJQVIRUDIDLUDQGLQFOXVLYHSODQQLQJV\VWHPLQ6FRWODQGDQGRYHUUHFHQW\HDUVKDYHEXLOWXSD
QHWZRUN RI VXSSRUWHUV DFURVV WKH FRXQWU\1 7\SLFDOO\ WKHVH DUH JURXSV DQG LQGLYLGXDOV ZKR KDYH
UHDFKHGRXWIRUDVVLVWDQFHPRVWO\LQIUXVWUDWLRQDVWKH\VWUXJJOHWRLQȵXHQFHKRZSODFHVWKH\FDUH
DERXWDUHEHLQJFKDQJHG
7KHHYLGHQFHVHVVLRQKDVEHHQFDOOHGEHFDXVHWKH6FRWWLVK*RYHUQPHQW 6*FXUUHQWO\ OHGE\D
PLQRULW\6FRWWLVK1DWLRQDOLVW3DUW\DGPLQLVWUDWLRQKDVGUDIWHGQHZSODQQLQJOHJLVODWLRQ$VVXPLQJWKLV
LVSDVVHG LQVRPHIRUPRURWKHU LWZLOOEH MXVW WKHVHFRQGWLPHWKDW6FRWODQGKDVPDGHXVHRI LWV
SRZHUV WR OHJLVODWH RQ SODQQLQJ PDWWHUV VLQFH GHYROXWLRQ LQ  :DOWRQȇV SDSHU R ?HUV D WLPHO\
FULWLFDODSSUDLVDORIVRPHDV\HWXQGHUH[DPLQHGFRQVHTXHQFHVRIFKDQJHVLQWURGXFHGRQWKHSUHYLRXV
RFFDVLRQLQ
7KHFXUUHQWGUDIWSODQQLQJELOOHPHUJHGIROORZLQJPRUHWKDQWZR\HDUVRIGHOLEHUDWLRQDPRQJVW
ȊVWDNHKROGHUVȋGXULQJZKLFKKXQGUHGVRIJURXSVKDYHGHYRWHGWKRXVDQGVRIKRXUVWRDVXFFHVVLRQ
kE\WKHDXWKRU7KLVRSHQDFFHVVDUWLFOHLVOLFHQVHGXQGHU
D&UHDWLYH&RPPRQV$WWULEXWLRQ ?QWHUQDWLRQDO/LFHQVH
100 )(11 ?$ɄɄ5HȵHFWLRQV
RIFRQVXOWDWLRQVZRUNLQJJURXSVVHPLQDUVHYLGHQFHVHVVLRQVDQGWKHOLNH0DQ\LQFOXGLQJ3'KDYH
GRQHVRRQDQDOPRVWHQWLUHO\YROXQWDU\EDVLV$QGWREHKRQHVWDWWLPHVZHȇYHTXHVWLRQHGZK\
ZHȇUHERWKHULQJ
7KURXJKRXWWKHSURFHVVWKHUHKDVEHHQDVWURQJVXVSLFLRQWKDWWKH6*VVXUSULVHGHFLVLRQWRVHHN
D ȆURRW DQG EUDQFKȇ UHYLHZ RI WKH SODQQLQJ V\VWHP ZDV GULYHQ E\ OREE\LQJ IURP WKH GHYHORSPHQW
VHFWRUSDUWLFXODUO\WKHKRXVHEXLOGLQJLQGXVWU\7KHKRXVHEXLOGHUVȇYLHZLVWKDWSODQQLQJSURFHVVHVDUH
OLWWOH PRUH WKDQ D EXUHDXFUDWLF EXUGHQ LPSRVLQJ FRVWV DQG GHOD\ ZKLFK SUHYHQW WKH PDUNHW IURP
HɝFLHQWO\ȊGHOLYHULQJȋZKHWKHURQTXDVLPDJLFDOSURPLVHVRIȊJURZWKȋRUWKHOHYHOVRIQHZKRXVLQJ
UHTXLUHG WR PHHW SURMHFWHG QHHGV 7KLV KDV EHFRPH FHQWUDO WR WKH UXOLQJ FRPPRQVHQVH DERXW
SODQQLQJLQ6FRWODQG
 ?WLVDKHJHPRQLFORJLFWKDWFRQVWUXFWVVSDWLDOSODQQLQJDVDSUREOHPUDWKHUWKDQDSRVLWLYHPHDQV
RIUHDOL]LQJDQ\SXEOLFO\GHȴQHGREMHFWLYHVIRUWKHXVHDQGGHYHORSPHQWRIODQG ?QWXUQWKLVORJLF
JHQHUDWHVUHIRUPVZKRVHSULPDU\SXUSRVHLVWRVWUHDPOLQHSODQQLQJSURFHVVHVVHHNLQJWRVSHHG
XSGHFLVLRQPDNLQJDQGPLQLPL]HUHJXODWLRQ5HODWHGSUREOHPDWL]DWLRQVRISODQQLQJKDYHRIFRXUVH
EHFRPHFRUHWRWKHUHSHUWRLUHRIQHROLEHUDOVSDWLDOJRYHUQDQFHSHUIRUPHGZLWKPLQRUYDULDWLRQVLQ
PDQ\ SODFHV LQ UHFHQW \HDUV 7KH ȊSODQQLQJ DV D EDUULHUȋ GLVFRXUVH KDV EHFRPH DQ DUWLFOH RI
LGHRORJLFDOIDLWKWRWKHH[WHQWWKDWLWFDQEHUHSURGXFHGZLWKOLWWOHUHJDUGWRDQ\WKLQJDVFRQVLGHUHG
DVHYLGHQFH ?QUHVSRQVHWKH/DFDQLDQSODQQLQJWKHRULVW0LFKDHO*XQGHUVXJJHVWVWKDWWKH
VFDSHJRDWLQJ RI SODQQLQJ LV SOD\LQJ D SDUW LQ VXVWDLQLQJ WKH SRZHUIXO LGHRORJLFDO IDQWDVLHV WKDW
XQGHUSLQQHROLEHUDOUXOH7KHH ?HFWRIWKLVGLVFRXUVHLVWRGLVFLSOLQHWKHUROHRISODQQLQJWRIDFLOLWDWLRQ
RIWKHPDUNHWOHGGHYHORSPHQWRQZKLFKȊJURZWKȋLVVHHQWRUHO\ ?QFUHDVLQJO\VXVWDLQLQJODQGDQG
SURSHUW\PDUNHWVKDVEHFRPHWKHNH\SXEOLFJRRGWKDWSROLF\PDNHUVVHHNIURPSODQQLQJ ?WLVDQ
DSSURDFKWKDWLVEURDGO\XQTXHVWLRQLQJRIWKHQDWXUHDQGVWUXFWXUHRIWKRVHPDUNHWVWKHPVHOYHV
UHSUHVHQWLQJ WKHP DV VRPHWKLQJ OLNH WKH ZHDWKHU ZKRVH YLFLVVLWXGHV QHHG WR EH OLYHG ZLWK EXW
FDQQRWEHFKDQJHG
6RIDUVRIDPLOLDU6HHQLQWKHVHWHUPVLWLVQRWKDUGWRVHHZK\WKHȊSRVWSROLWLFDOȋKDVSURYHQVXFK
DQDWWUDFWLYHFRQFHSWIRUSODQQLQJVFKRODUVFDSWXULQJDVLWGRHVKRZWKHWHUPVRIGHEDWHKDYHEHHQ
QDUURZHGVKXWWLQJRXWDQ\WKLQJWKDWPLJKWFKDOOHQJHWKHQHROLEHUDOVHWWOHPHQWDURXQGȊOLJKWWRXFKȋ
UHJXODWLRQDQGPDUNHWOHGSODQQLQJVHH0HW]JHUIRUDV\PSDWKHWLFDOO\FULWLFDOUHYLHZRQWKH
SRVWSROLWLFDOLQSODQQLQJ6XVWDLQLQJWKLVUHGXFWLYHDQGODUJHO\QHJDWLYHYLHZRIWKHUROHRISODQQLQJ
DOVRLQYROYHVFORVLQJGRZQRWKHUSRVVLELOLWLHV
)URPP\SHUVSHFWLYHKRZHYHU:DOWRQȇVDQDO\VLVRIKRZWKHLPSOHPHQWDWLRQRIWKH3ODQQLQJ
(WF6FRWODQG$FWKDVOLPLWHGVFRSHIRUH ?HFWLYHGHPRFUDWLFVFUXWLQ\RIZKDWJRHVLQWRGHYHORSPHQW
SODQVLVQRWjustDQRWKHUH[DPSOHRISRVWSROLWLFDOSODQQLQJ ?WDOVRKDVFRQVLGHUDEOHUHOHYDQFHIRUWKH
ZRUNRIJURXSVOLNH3'DWWKHPRPHQWOD\LQJGRZQDFKDOOHQJHIRUWKLQNLQJDQGactingLQDQGDJDLQVW
WKHFRQWHPSRUDU\FRQMXQFWXUH
 ?Q WKLV UHJDUG RQH RI WKH LQVWUXFWLYH OHVVRQV WR FRPH IURP WKH SDSHU FRQFHUQV KRZ VHHPLQJO\
WHFKQLFDO DOWHUDWLRQV WR DGPLQLVWUDWLYH SURFHVVHV FDQ SOD\ D PRUH VLJQLȴFDQW UROH WKDQ HYHQ WKH
GHFLVLRQPDNHUVZKRVLJQWKHPR ?LQWHQG ?QGHHGWKHHPSLULFDOHYLGHQFHLQWKHSDSHUVXJJHVWVWKDW
0HPEHUVRIWKH6FRWWLVK3DUOLDPHQW063GLGQRWUHDOLVHWKH\ZHUHDJUHHLQJWRVXEVWDQWLDOO\OLPLWWKH
UROHDQGUHPLWRISODQ LQTXLULHVH[DPLQDWLRQV7KH ORVVRI WKLV IRUXPIRUVFUXWLQLVLQJGHYHORSPHQW
SODQVKDVUHGXFHGDSRWHQWLDOVRXUFHRIIULFWLRQHQDEOLQJWKHDOORFDWLRQRIODUJHDUHDVRIODQGIRUQHZ
UHVLGHQWLDOVHWWOHPHQWVLQ$EHUGHHQVKLUH7KHGRPLQDQWORJLFVD\VWKLVZLOOVPRRWKWKHSDWKWRZDUGV
WKHPDUNHWOHGGHOLYHU\RISURMHFWHGKRXVLQJQHHG%XWDWZKDWFRVW"
0DQ\VFKRODUV:DOWRQLQFOXGHGSRLQWWRZDUGVZKDWLVYDULRXVO\GLVSODFHGUHSUHVVHGXQGHUPLQHG
RURWKHUZLVH ORVW LQ WKHVHUYLFHRIDSRVWSROLWLFDOVHWWOHPHQW2QHRI WKHRWKHU WHQHWVRI WKHSRVW
SROLWLFDO LVWKHWKUHDWWKDWZKDWKDVEHHQUHSUHVVHGPD\UHWXUQVRPHWLPHVZLWKDYHQJHDQFH7KH
HPHUJHQFH RI YDULRXV PRUH DQG OHVV DXWKRULWDULDQ SRSXOLVPV LQ UHFHQW \HDUV LV RI FRXUVH WKH
SDUDGLJPDWLFH[DPSOHRI WKLV7UXPSLVP%UH[LWRU WKH)LYH6WDU0RYHPHQW LQ  ?WDO\DOO VHHP WREH
PDUNHGE\WKHUHWXUQLQGLVȴJXUHGIRUPRIWKHUHSUHVVHGUHVHQWPHQWVRIWKRVHVKXWRXWIURPWKH
EHQHȴWVRIQHROLEHUDOFDSLWDOLVP7KHSROLWLFVRISODQQLQJWDNHVSODFHLQDOHVVGUDPDWLFUHJLVWHUEXWLW
LVZRUWKFRQVLGHULQJKRZSODQQLQJȇVSRVWSROLWLFDOVHWWOHPHQWPLJKWFRPHXQGHUSUHVVXUHIURPWKH
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UHWXUQ RI LWV RZQ UHSUHVVHG HQHUJLHV  ?Q GRLQJ VR ZH PLJKW HYHQ FRPH WR VHH SRVVLELOWLHV IRU UH
LPDJLQLQJSODQQLQJDQGUHVRXUFHVIRUPDNLQJDOWHUQDWLYHVSRVVLEOH
7KHFXUUHQWSODQQLQJUHIRUPSURFHVV LQ6FRWODQGIRUH[DPSOHKDVEHJXQWRRSHQXSTXHVWLRQV
DERXWVRPHFRUHDVSHFWVRIWKHGRPLQDQWORJLF3URPLQHQWKHUHKDVEHHQDJURZLQJTXHVWLRQLQJRI
ZKHWKHUJHWWLQJSODQQLQJRXWRIWKHZD\LVDFWXDOO\DJRRGZD\RIȊGHOLYHULQJȋKRXVLQJ&RPPXQLWLHV
OLNHWKRVHWKHDUWLFOHIRFXVHVRQLQ$EHUGHHQVKLUHDUHDVNLQJVHDUFKLQJTXHVWLRQVDERXWWKHqualityRI
QHZ GHYHORSPHQW LWV D ?RUGDELOLW\ DQG WKH IDLOXUH WR UHVRXUFH LQIUDVWUXFWXUH DGHTXDWHO\ 2WKHUV
PHDQZKLOHDUHDVNLQJZKHWKHUWKHODUJHVSHFXODWLYHKRXVHEXLOGLQJȴUPVWKDWGRPLQDWHWKHPDUNHW
DUHHTXLSSHGWRSURGXFHWKHquantityRIQHZKRPHVWKDWSURMHFWLRQVVXJJHVWDUHQHHGHGSDUWLFXODUO\
LQVRIDUDVWKHLUEXVLQHVVPRGHOVDUHSUHPLVHGRQSURȴWLQJIURPODQGUDWKHUWKDQDFWXDOO\EXLOGLQJRQ
LW 7KH SRVVLELOLW\ RI IXQGLQJ PRUH SURDFWLYH SXEOLF SODQQLQJ E\ EHWWHU FDSWXULQJ LQFUHDVHV LQ ODQG
YDOXHV LV WKHUHIRUHEDFNRQ WKHDJHQGDDQGVXJJHVWVDGHJUHHRIRSHQQHVV WRSXEOLF LQWHUYHQWLRQ
ȆPDNLQJWKHZHDWKHUȇDQGVHHNLQJWRDFWLYHO\VKDSHPDUNHWVHJ/RUG	2ȇ%ULHQ
7KHYRLFHVRID ?HFWHGFRPPXQLWLHVKDYHDOVREHJXQWREHKHDUGDQGDV:DOWRQVXJJHVWV WKH\
KDYHPDGHYHU\FOHDUWKHLUVHQVHRIIUXVWUDWLRQDQGPLVWUXVWDWDV\VWHPWKDWGRHVQRWRUFDQQRW
OLVWHQRUWDNHWKHLUFRQFHUQVVHULRXVO\7RNHQLVWLFIRUPVRISXEOLFHQJDJHPHQWKDYHORQJEHHQXVHGWR
GHSROLWLFL]HSODQQLQJSURFHVVHVDQGKDYHEHHQLGHQWLȴHGDVDFHQWUDOIDFHWRISRVWSROLWLFDOSODQQLQJ
 ?IWKHDQVZHUWRQHDUO\DQ\TXHVWLRQDERXWGHYHORSPHQWLVNQRZQEHIRUHLWLVHYHQDVNHGWKHVFRSH
IRU PHDQLQJIXO HQJDJHPHQW LV LQHYLWDEO\ OLPLWHG 7KH ORQJHUWHUP FXPXODWLYH LPSDFWV RI VXFK
WRNHQLVPRQWKHOHJLWLPDF\RISODQQLQJDQGGHYHORSPHQWPD\KRZHYHUEHVLJQLȴFDQW
0XFKRIWKLVGHEDWHLVFXUUHQWO\FU\VWDOL]LQJDURXQGWKHLVVXHRIDSSHDOULJKWV$WSUHVHQWDSSOLFDQWV
IRUGHYHORSPHQWSHUPLWVKDYHWKHULJKWWRDSSHDODJDLQVWUHIXVDOVRIFRQVHQWEXWWKHUHLVQRSDUDOOHO
ULJKW IRU FRPPXQLWLHV WR DSSHDO DJDLQVW DSSURYDOV KRZHYHU FRQWURYHUVLDO RU TXHVWLRQDEOH 7KLV
KLVWRULFDODQRPDO\SURYLGHVDFOHDUIRFXVIRUGLVFRQWHQWDERXWWKHXQHTXDOEDODQFHRISRZHUZLWKLQ
WKH SODQQLQJ V\VWHP LQ 6FRWODQG 3' KDYH WKHUHIRUH EHHQ FDPSDLJQLQJ IRU WKH LQWURGXFWLRQ RI DQ
ȊHTXDOULJKWRIDSSHDOȋWKDWZRXOGLQYROYHUHVWULFWLQJWKHH[LVWLQJULJKWVRIDSSOLFDQWVDQGH[WHQGLQJ
WKHPWRD ?HFWHGFRPPXQLWLHV
:KLOVWQRWDQLVVXHWKDWRSHQVXSWKHNLQGRIIXQGDPHQWDOIDXOWOLQHVLQVRFLHW\WKDWPLJKWH[FLWH
WKHRULVWVRIUDGLFDOGHPRFUDF\WKHLVVXHLVQRQHWKHOHVVDSRODUL]LQJRQH7KH6FRWWLVK*RYHUQPHQW
EDFNHGE\DFRV\FRUSRUDWLVWDOOLDQFHRISURIHVVLRQDODQGGHYHORSHULQWHUHVWVKDYHPDGHWKHLUSRVLWLRQ
YHU\FOHDUVHHNLQJWRFORVHGRZQGHEDWHODUJHO\RQWKHEDVLVWKDWVXFKFKDQJHVZRXOGZRUNDJDLQVW
WKH GRPLQDQW ORJLF RI VWUHDPOLQLQJ SODQQLQJ 7KHUH DUH 063V IURP DFURVV WKH SROLWLFDO VSHFWUXP
KRZHYHUZKRDUHPRUHV\PSDWKHWLFRIWHQEHFDXVHWKH\UHJXODUO\KHDUIURPGLVJUXQWOHGFRQVWLWXHQWV
DERXWLPEDODQFHVRISRZHULQWKHSODQQLQJV\VWHP$VDUHVXOW3'DUHKRSHIXOWKDWWKHLVVXHZLOOQRW
EHGLVPLVVHGWKLVWLPHDWOHDVWQRWZLWKRXWDELWRIDVWRRVKLH3+HQFHP\WUDLQMRXUQH\
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